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" {) The process of con
C conaumoza/cltsnza-that.havo debt concerns. Look specitically at

lumk: Debt Co\;nielin; .= (W) interviewing

thelr particular situation, impress ypon them that trese things can
pe corrected by p:cscntinq Del:t conaolidation as & vehicle for the
solution of their debt problems. Setup & personal budget payment
plan which fall into their particular ¢inancial sizuvation. Negotiate
with thelr creditors, revisit the paynent plan schedule, make
amendments if required and present to clients for final acceptance.
Monitor client’s psogress and provice support as required. Make sure
that the ciient {s on the right rrack with their personal tinancing
(follow up) 80O that they do not ¢all into & debt problen again.

{i) Credit Negotiations. - ) Communlcatton with creditors to
reduce, if possible, the amount owing py the client. Determine &-
payment schedule on the negotiated balance due that {s acceptable by
all parties. Impress upon the creditor not to contact the client and
that providing the clieat i3 fulfilling the ~erms of the payment
schedule that ne report the consumerlclient's account as in »good
standing” . This being & favorable state to leave the client’s
¢inancial state in.

L) Corporation visibility. = W) Initially the clients will be
referred tO the Corporation py werd of mouth and pand out sheets.
Later Lt is planned to contact various proadcast and publication
media orqanl:ations with the view tO provide public service
arnouncements aboutL the Corpo:a:ion's consumer debt operations.

iv) personnel Training. - o) In house Debt Corsolidation Counselor
training will be p:ovided to debt counselors. A)nuough most training
1l be effected by 8 trainee accompanying & counselor interview with
a client at the office or at @ client's loc.ation.

(v) Corporaticn Managexent. »y) Management of the normal runnirg of
the corporation, not associated with Debt consolidazion funcrion.

T We w'rwou you again on’ and asked you to submit a detailed -—-

narrative descriprion of yourt acztvxties--pasc. present and planned.
we asked you to 1ist each acrivity separately in the order of
importance pased on the relative time and other cesources devoted tO
the activity ard to indicate the percentage of time for each
activity. We rold you that, as a ninimum, your description should
include answers to the foliowing basic questlons. a)- What does the
activity entail? b) Who conducts the activity? What are the
qualitications ct those cornducting the activity. especially credit
counseling? ¢) Where and when {s the activicy conducted? who owns
che facility where you will conduct Yyourl activities? provide a copYy
of any rental or lease aq:eement you have. d) How significant is the
activity in relation to YOur total activities? e) How does the




activity further yo\i"r'"‘ﬁoxempt purpose? Your teply dated D
WP provided <he following: :

*My activities {n the past have been in the field of electronic
engineecing. 1'm still in this area, on a part time consulting basis
only. My planned activity in this matter {s to provided credit
counseling. a) Credit counseling. p) TS .11 be
conducting the activity, and has experience in finance in the past with
{nvestments and credit counseling. ¢) A location has not been assigned

yet, this will be deciced when Exemption has been approved. d) No
celation. e) No activity.”

Wa wrote you again on YR, e told you that the previous
response did not fully addrews the question. We also included a
citation from Revenue procedure 90-27. In your response dated

. you statad “since the corperation has not provided any function

to date there are no past oI present activities. It is planned however
to provide consumer credit counseling”.

In our letter dated G e stated that since you had not
provided any function to date and rad not had any past orf current
activities, you should provide information for your ¢uture activitlies.
wa submitted the same questions as we previously did on

erd UNMEEEEEEED. n your reply cated Y ou stated:

»a) I listed the orqaniza:‘.on'a activities planned in detail in the
response 1 sent to Lisa last year cn_ My 1023 exemption
files were forwarded on to you. b) The activity will be conducted by

has had experience in the financial
‘rsurance and investment usiness. ¢) As 1 have previocusly stated,
there LS No activity at this time. d) There s RO aczivity a8t this
time. e) There is no activity at this time.”

considering all of our attenpts to secure detailed irnformation
concexning the conduct of your activities, you failed to fully address
* the guestions we asked. You did not tell us when or where youl
activities would be corducted. You did not tell us who owns the
facility where you plan to conduct your activities. You did not
explain the sinificance of the activities ycu plan to conduct in
relation to your rotal activities nor did you explain how the activity
furthers your exempt purpose. In your responses dated RN
g .- DR o stated that you rave no plans to provide
educational servicas to the general public. Also in your letter dated
, your response to many c¢f our questions waz “thils
will be decided when Exexption has been agproved” and "this will be
considered when the corporation cbrains the Exemption”. For axarple, we
asked how do you plan to concuct your credit courseling activity and to
explain a typical counseling session. we also asked to whem would you
provide your services and to rell us the specific services you will




B provide your clients. Your reply was “This will be considered when the
corporation obteins the-Exemption”.

© 2, Governing Body

Your Articles of Incorporation indicated that the initial Board of
Directors of the Corporation shall be five in number and the five
{ nclude s GO IR Ny
TR and UNEEEEER Your exemption application did not
list any members of your governing body.

O\R”letter asked you to submit a list of your
current officers and directors. You provided that list in your

response and it included T (President)’

o (Secretary) , UMD (Treasurer), and \UNEEN
o WP (Director).

(A We requested a copy of your By-laws and received them with your U

‘o W response. This version of your By-laws listed three current
Seficers: URTIEENEENND GNP -
Our letter asked you to adopt a Conflict of Interest

policy because Article Four of your By-laws stated that “the presence

of not less than two members shall constitute a quorum and shall be
necessary to conduct the business cf this orgar.ization. . .”. You
sent us a revised copy of your By-laws that changed Article Four to

, rcad “four mempers” instead of “two", as was previously the case.

8 However, the revised COPY of your By-laus only listed two officers:

U 2nd

{ It appears that you do not have a governing pody that is
* representative of the community you intend to serve.

§~ 3. Compensation
in your exemption applicatioch you indicated that annual compensation’

¢ the organization’s governing body {s *TBD when ccmpany :s self
sufficient., The House of Representatives National Pay Scale average
will be used”.

In our letter dated e, e 23ked you for information
concerning paid staff. You responded on R 2t there
will be no paywments Or salaries paid to staft.

our R 1ctter asked you about the louse of Representatives
pay scale and to send us a COpPY of the publication s0 that we could
better understand your plan for compensation. Your

response stated “This will be considered when the corporation obtains
the Exemption.”




c -

We wrote to yqn_again on and asked you once again about
your plans for cpmpensation. In your response of you

stated “The compensation i{ssue has not been corsidered at this time”.

In our letter of we told you that your exemption
application indicated a plan for compensating your officers and that
when we asked you ¢or information about this plan your reply was “the
compensation jssue has not been considered at this time”. We asked you
to explain this discrepancy. Wwe also asked when do you plan to
consider the compensation issue. You told us in your

response that wrThere will be no compensation to any officers. There is.
no> plan in existence for compensation to officers”.

Related Entities

vour application packsge contained two letters from entities pledging
support to you. The letters, from~ and

, indicated that they were willing to donate equipment,
finances and/or supplies to you. HoweveZz, a3 indicated in the letters,

the donatlions would not be made until you obtained federal tax
exemption.

In our letter daced ‘, we azked you tC descrite the
relationship between Yyou and~ Ian your reply of

you stated that “the relationship of

which is a profit Corporation is vo work in conjunction
with~ This profit Corporation will provide
donations to the Non Profit Corporation, especially during the
initial stages of the Non profit Corporation”.

Our letter dated—asked you to describe the relationship
between’ and your organization in greater detail

indigating common officers oOr board members as well as any contracts

or agreements the two organizaticns have entered into. yYou indicated
in your reply of Lol ivay (2000 T wchere are r.o contractual
relationships or agreements petween the two organizations.

has agreed to financially donate to the organization to
help during the staztup process”.

We wrote to ycu again on ’and»asked you to provide an
explanation of the relationship (either direct OF indirect) you have
with any other organizations, either for-profit or ron-profit. For
each entity that ig related to you, we also asked you toO indicate who
owns, manages and directs that entity. This includes any organization
that has pledged support to you. please include a detailed explanation
of the controls your organizat:on nas in place U2 regulate related-
party transactions. You:“ reply to this question was
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“No Relationships”.

In our letter o f UESEIERAES © provided the

following: - -~ —=

“you previously indicated that you have no relati:onships with any

other organizations. However,~is president of
please explain this apparent

discrepancy and provide an explanation of the relationship
(either direct or indirect) you have with any other
organizations, either for-profit or non-profit. For each entity
that is related to You, indicate who owns, manages and directs
that entity. This includes any organization that has pledged
support to Yyou. Please include a detailec explanation of the
controls your orjanization has in place t2 regulate related-party

t:ansactious.”

You replied on G stating - SRR | primarily an
I didn’t see the significance of this with

regard to th. my application for 1023 exemption”. You further stated
“I do not understand what you mean by “For each entity this is related

to you”. "

In our letter of [~ e o o200 IEE explained what is meant by related
entities. We told you that related entities are those that may share
common owners, officers, and/orx directors. We also asked you to
provide the same information as we had previously requested. In your
response dated you stated wThis organization is applying
for Debt Consolidation, the profit organization crat TR - 5
associated with is electronics. This was stated on the previous

response ltem 10%.

" As demonstrated above, yo: have not fully addressed the nature of the
relationships you have with other organizations. When officers ~f a
non-profit organization are involved with other organizations,
especially ones that they own, manage and/or control and regardless of

the napure of the activities conducted, the opportunity exists for

" private, rather than public interests, to be served. Because Yyou
failed to fully disclose information concerning your relationship with
other organizations, we are unalble tO cor.clude that you will serve

public interests.

Two Applications

We discovered that you filed two applications to corduct the same

activities. 1In our letter dated“ we asked you to explain,

in detail, why you filed two applications wand
to conduct the same activities. You 1isted UGG

D o0 Qe o the president and secretary. respectively, of

pcth organizations. You replied oL tt.at “I thought
ny application had got lost, {t took a long time before I got an




‘answer or heard anythihb‘;

L —

and asked you the same question.

We also told you that your previcus reply did not fully address this
item. In your reply, you stated *1 filed an application

for U and did not hear anything for a long time so I applied
for another Non Profit Corporation and filed anotk

application.

We wrote you again on

in our —le\:ter we provided the foll

wywe asked you why you £iled two applications to conduct the same
activities. You replied “I siled an application tor WD and

did not hear anything for a long time so I applied for another

Non Profit Corpora-ion and filed another
application”. The information contained in files of both

orgyanizations does not support your reply. You mailed your

application tor gD o and the

Service Center received it on Your Articles
of Incorporation for were signed by a Notary public

and the Resident Agent for _on

which is less than two weeks after your application for Stildon
was received by the Service Center. IT appears that your intent
was to operate two organizations that conducted the same
activities. Please explain, in dezail, why you filed two
applications and to conduct

the same activities. are the
president and secretary, of both organizations.”

your reply of —indicated w1 must have got them reversed,

it was that I filed pecause I hadn’t heard anything

about we had been having prcblems with filing
initially it had been sent for filing

We had constantly teen regJuesting the status of the filing by Email
nad teen filed. We were not

_and Fax. Finally we were told
sure Lf there raybe was -still a problem with the filing either now oO¥
later SO wWe decided to file another Non Profit Corporation just in

case there was. 1f this is a problen should I cancel mY application

for exemption for

owing:

ard
respectively,

iscrepancies in your exp.anation and the
ntaired in your application. You indicated the

had initially been sent for filing
, However, Corporate Secretary,

signed page 1 of your application (Form 1023) on
and signed by

Also the file contains a letter dated
“The package )

president, stating
application] was sent UNMNASED ar.C was received by you U

) .~

There are apparent c
information that is co
application (for




‘We in!ormaditho Taxpayetvndvocatu Scrviéo of our p-oposed refusal to rule
on ' .

We wish to call your attention tc section 5.0z of Revenue Procedure 90-27,

-, Cumulative Bulletin 1990-1, page 514, which reads in part, as follows:

“Exempt status will be recognized in advance of operations it
proposed operations can be descritead in sufficient detail to permit a
conciusion that the organization will clearly meet the particular
requirements of the section under which exemption is claired. A mere
restatement of purposes or & statement that propoesed activities will
pe in furtherance of such purposes will not satisfy this requirement.
T-e organization must fully describe the activities in which it
expects TO engage, including the standards, criteria, procedures or
other means adopted or planned for carrying out the activacies, the
anticipated sources of receipts, aand the nature of contexplated
expenditures. where the organization cannot demonstrate to the
satisfaction of the Service that its proposed activities will Ee
exempt, a record of actual operaticns may be required befcre a ruling
or determination letler will be issued. In those cases where an
organization {s unatle to describe fully its purposes . d activities,
a refusal to issue & ruling or determinaticn letter will be
considered an initial adverse determination from which agdminis-rative
appeal or protest rights will be afforded.”

gsection 501(c) (3) of the Code provides, in pact, for the exerption from
Federal income tTax:
organizations organized and cperated exclusively for charitable,
religious or educational purpuses, no part of the ret earnings of
which inures %o the tenefit cf any private sharehcider or inciviaual.

section 1.501(c3(3)-1(a)(1) of =he Regulations states:

- .In order to quality under section $01(c) (3) cf the Ccde, an
organization must be both organized and operated axclusively {or cone
or more exempt purposes. If an crganization fails to meet either the

orqanizatxonal or operational test, {t {8 not exexpt.

Section 1.501 (c) (3 =1{c) (1) of the Regulations states trat an organization
will be regarded a3 "cperated exclusively" for one or more exeIpt purposes
only {f it engages primarily in activities which accomplish one or more of
such exempt purposes specified in section 501(c) (3) ol the Code. An
organization will not be 80 regarded {f more than an {nsubstantial part of
its activities is not {n furtherance of an exerpt purpcse.

~ Section 1.501(c)(3)-1(d)(1)(£i) of the Regulations states that an
organization {s not operated exclusively for one or more exemrpt purposes
-~ unless it serves 2 public rather than a private jnterest., 1t must not be
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t designated individuals or the persons who

operated for the benefit ©

created it. - .
n submitted, you have not clearly established that
e Or more purpdses within the meaning of
Accordingly, it {s suggested that
if you still wish tu obtain

statement and a detailed
d during the year. The material
r file for use at

Based upon the informatio
you will operate exclusively for on
Internal Revenue Code Section 501(c) (3).
you operate for a year. After this period,
exempt status, you pust submit a financial

description of activities you have conducte
that you have already submitted will be retained in ou

that time.

1¢ at the end of this period you qualify for a favorable determination
pased Lpon continuous compliance with section 501 (c) (3), exempt status and
deductibility of contributions will be retroactive. However, it will be
necessary to file an annual income tax return, Form 112C, until such time
as you are able to demonstrate your compliance with section 501(c) (3).
Also, you should inform your donors that the deductibility of their

contributions cannot be assured until you have obtained a favorable

determination letter.
yYou have the right to protest this proposed deterrminatiorn if you believe it
writzen appeal giving the

{s incorrect. TO protest, Yyou should submit a
facts, law and other information to support yeour position as explained in

trae enclosed publication 892, “Exenpt Organizations Appeal procedures for
Unagreed Issues.” The appeal must pe submitted within 30 days from the
date of this letter an pal officers.

d must te signed py one of your princi
You may regquest 4 reazring wi

ith a menmber of the office of the Regional
tirector of Appeals when you file your appeal. v{ a hearing :is requested,
you will ke contacted tn arrange 2 date for it. The rnearing may be he.d at
the Regional office or, if you request, at any muzually convenient District
office. 1L you are te be represented by someone who {s not one of your
principal officers, he or she must file a proper

power of attorney and
otherwise qualify urder cur Conference and Practice Requirements as set
torth.'in section €J% atement of Procedural Rules.

3 .9502 of the St See Treasury
Department Ccircular Wo. 230. . '

cposed determinazion in 8 vimely manner, it
Searvice as a failure to exhaust

1f you do not protest this pr
n 7428(b) (2) of the Internal

will be considered by tre .nternal Revenue
available administrative rermedies. sectioc
Revenue Code provides, in part, that:

or decree under this secticn shail not

pe issued in any proceedirg gnless the Tax Court, the Claims
Court, or the district court of the United States for the
District of Columbia determines that the organization involved
nas exhausted administrative renedies available to it within the

Internal Revenue Service.

A declaratory judgement




1¢ you are in ajreement with our proposed refusal tc rule
v~ Proposec Acverse

return one COPY of the enclosed Form 6018, Consent

Action.

from you within the time specified,

1n that event, appropriate State ©

It we co n.. hear
{th the prowv:sions of section

final deverminat.on.
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€104 (c) of the Jede.
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Forn BLLVT

, please sign and
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. Intarnal Revenue Service

Department of the Treasury
Gfppru Appeais - ‘

Emﬁow ldentilication Number:

Tax Years ended: UINENENNEED
Area Manager. LD

Person to Con‘act: NN

Contact Telepnona Number:

Conﬁc' Person ID#:

This ir a final adverse de%ermination as to yo:r exempt statu: under section
$01(a) of the Internz) Revenue Code as an organization deccribed vinder in secrisn

$01(c) (3.

Our ad-uiuc determinition wav made for the f liicwing reason(s):

Tou did not describe your proposed activities in sufficient detai:. on ycur Form
102). Accordingly, you have not established that you we.e orgsnized and operatwé tor
one or mo:we vpIciiied purpcces undur Code § $01(z)()). In order to be exempt under Code
§ %01(e) (3), an organisation wmust ba both organized and opereted exclustive)y for nne or

more enecifled purporus.
Contributions to your organisaxics are not dedictible under Co>de § 170,

1t you decide to cecntest this Ustermination under the declaratory judgment
provisiona of Code § 7428, @ petition tc the United States Tax Court, the United Ltates
Court of Claims, r the district court of tha United S.uces for the District of
Columbia must be (iled within 90 days frum the date this deteruination was mailed to
you. Contact the nierk ol the uppropriate court for rules for filirg pet .tfons for
declecatory judgment.

We will notify the eppropriate State officiale of rhie t~tion, as required under
Code § 6104 (c).

If you hav) any queaticns, please contact the percon whose namse and telephone
number are shown {n the heading of this letter.

Sincarely,
L5

alph G. lNesseny.r
Appealr Teax M..nager

Los Angeles Appeals Office
300 N, Lecs Angeles Street, Room 3054
Los Angelaes, CA 900:2
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